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SUB J : TRADE DISCUSSIONS BETWEEN THE COMMUNITY AND JAPAN 

1. AFTER THE GATT MINISTERIAL IN TOKYO SEPT. 12-14, 

THE VICE PRESIDENT OF THE COMMISSION IN CHARGE OF 
EXTERNAL RELATIONS, SIR CHRISTOPHER SOAMES, WILL 
CONDUCT TWO DAYS OF TRADE TALKS WITH THE JAPANESE. 

THESE WILL CONTINUE THE DISCUSSIONS INAUGURATED 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 EC BRU 05048 051827Z 

EARLIER THIS YEAR BY FOREIGN MINISTER OHIRA'S VISIT 
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TO BRUSSELS, SUBSEQUENTLY SUPPLEMENTED BY THE VISIT 
OF VICE MINISTER TSURUMI IN JUNE. SOURCES AT THE 
COMMISSION ANTICIPATE THAT SOAMES WILL BE INTERESTED 
IN LEARNING MORE ABOUT JAPANESE ADMINISTRATIVE POSSI- 
BILITIES FOR CONTROLLING EXPORTS. THEY ALSO ANTICIPATE 
FULL DISCUSSIONS ON TEXTILES AND ENERGY. OUR COMMISSION 
SOURCE EXPECTS NO EFFORT TO REINVIGORATE NEGOTIATIONS 
ON A BILATERAL TRADE AGREEMENT. SOURCES IN THE LOCAL 
JAPANESE DELEGATION STATE THAT THEY EXPECT DISCUSSIONS 
ON PARTICULAR PRODUCTS, SUCH AS ELECTRONICS, BALL 
BEARINGS AND PERHAPS AUTOMOBILES. 

2. SINCE THE SPRING A GROUP OF EXPERTS FROM THE EC 
COUNCIL HAVE BEEN MEETING ON JAPANESE/COMMUNITY TRADE 
ISSUES. THEY HAVE NOW PREPARED A REPORT WHICH THE 
COUNCIL WILL DISCUSS ONLY AFTER HEARING SIR CHRISTOPHER 
SOAMES REPORT OF HIS MEETINGS IN TOKYO. 

3. OUR SOURCES IN THE COMMISSION SAY THAT THE REPORT 
CONCENTRATES HEAVILY ON PROBLEMS CAUSED BY LARGE 
JAPANESE EXPORTS IN PARTICULAR SECTORS BUT HAS LITTLE 
ON OPPORTUNITIES FOR SOLUTIONS. THOUGH JAPAN ACCOUNTS 
FOR ONLY ABOUT THREE PERCENT OF TOTAL COMMUNITY IMPORTS, 
THEY HAVE BEEN INCREASING AT RATES OF APPROXIMATELY 

30 PERCENT FOR THE PAST FOUR YEARS, AND THE COMMUNITY 
HAS MOVED SINCE 1968 FROM APPROXIMATELY BALANCED 
TRADE TO A DEFICPQ OF $1.2 BILLION IN 1972. EXCHAGE 
RATE CHANGES SINCE 1971 HAVE CURBED JAPANESE EXPORT 
POTENTIAL TO THE US, BUT JAPANESE/EC 
RATES HAVE NOT CHANGED SIGNIFICANTLY. MANY 
FEAR THAT JAPANESE EXPORTS WILL NOW BE DIVERTED FROM 
THE US TO THE COMMUNITY. 

4. SINCE THE COMMUNITY HAS BEEN UNABLE TO AGREE TO 

A TRADE AGREEMENT WITH JAPAN BECAUSE OF THE JAPANESE 
RELUCTANCE TO SIGN A SAFEGUARD CLAUSE AIMED ONLY AT 
JAPAN, THE MEMBER STATES REMAIN IN CONTROL OF MANY 
ASPECTS OF THIS TRADE WITH JAPAN, AND SOME ARE PURSUING 
CONFLICTING POLICIES. MANY IN THE COMMUNITY FEEL THAT 
JAPAN HAS CONCENTRATED ITS EFFORTS TOO HEAVILY ON 
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A SMALL NUMBER OF SECTORS BUT HAS AVOIDED TRIGGERING 
SAFEGUARD CLAUSES IN BILATERAL AGREEMENTS BY EXPORT 
RESTRAINTS JUST BEFORE THE SITUATION HAS BECOME CRITICAL. 
PRESS ACCOUNTS OF THE EXPERTS' REPORT DO NOT INDICATE 
ANY RADICAL, NEW SOLUTIONS BUT DO SHOW THE CONCERN 
FELT IN SOME QUARTERS ABOUT THE RELATIVELY LARGE 
SHIFT IN TRADE THAT HAS OCCURRED IN THE LAST FOUR YEARS. 
HARTMAN 
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